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Improving sustainability disclosure 
The Global Reporting Initiative Guidelines 


Allen L. White 


Special Advisor to the Global Reporting Initiative, USA 


Accountability—of government, civil society, and especially of corporations—is 
one of the defining imperatives of the modern global economy. Corporations now 
constitute half of the world’s largest economies. They dominate international 
finance, vastly exceeding the resources of governments and multilateral institu- 
tions as drivers of development. Yet, with this steady increase in economic might, 
there has been no corresponding rise in generally accepted accountability mecha- 
nisms. 

Accountability is used here in the broadest sense—internal accountability 
among boards, management, and shareowners, and external accountability 
between corporations and society. The disjuncture between corporate power and 
corporate accountability lies at the core of heated debates over the costs, benefits, 
and future of globalization. The challenge remains to create markets that are 
stable, inclusive, and transparent. 

Sound corporate disclosure is a cornerstone of accountability. However, the 
lagging indicators that form the foundation of financial performance reporting 
and analysis are becoming inadequate for predicting future financial performance. 
The most powerful value drivers—brands, reputation, capacity to innovate, 
alliances, human capital, intellectual capital—are not systematically disclosed in 
company reports. In the absence of standards, metrics, and protocols for measur- 
ing such critically important intangible assets, investors, analysts, and activists are 
left to their own devices to compile such information on a case-by-case basis. The 
cost is high, the quality often low, and results unsatisfactory. 

In the post-Enron era, pressures are mounting among investors, fund managers, 
consumers, and other groups to expand the coverage of corporate reporting. It is in 
this context that the Global Reporting Initiative (GRI) has emerged as the leading 
initiative in building a new reporting infrastructure, designed to complement 
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rather than displace financial reporting. GRI is the steward of that infrastructure— 
reporting guidelines that address the non-financial aspects of the economic, 
environmental, and social performance of organizations. 

GRI’s rapid evolution in just a few years from a bold vision to a new independent 
global institution reflects the imperative and the value that various constituencies 
assign to such a disclosure framework. The GRI process, rooted in inclusiveness, 
transparency, neutrality, and continual enhancement, has enabled GRI to bring 
concrete expression to accountability. 

This chapter introduces the GRI and the trends that are driving increased 
sustainability disclosure. In addition, it describes the benefits of such reporting. It 
concludes with considering a few of the challenges that lie ahead in elevating 
sustainability reporting to unprecedented levels of rigor, consistency, and compar- 
ability. 


Bringing concrete expression to accountability: the 
Global Reporting Initiative 


GRI is a long-term, multi-stakeholder, international process, the mission of which 
is to develop and disseminate globally applicable sustainability reporting guide- 
lines (hereafter referred to as the Guidelines), most recently revised and released in 
mid-2002 (GRI 2002a). The aim of the Guidelines is to assist reporting organiza- 
tions and their stakeholders in articulating and understanding contributions of 
the reporting organizations to sustainable development. The Guidelines are for use 
by organizations! for reporting on the economic, environmental, and social 
dimensions of their activities, products and services. 

GRI was convened in 1997 by the Coalition for Environmentally Responsible 
Economies (CERES) in partnership with the United Nations Environment Program 
(UNEP). It was established to elevate sustainability reporting? practices to a level 
equivalent to those of financial reporting, while achieving comparability, credi- 
bility, rigor, timeliness, and verifiability of reported information. GRI has under- 
taken this work with the active participation of corporations, environmental and 
social non-governmental organizations (NGOs), accountancy organizations, trade 
unions, investors, and other stakeholders worldwide. 


1 This includes corporate, governmental, and non-governmental organizations. All are 
included within GRI’s mission. In its first phase, GRI has placed an emphasis on cor- 
porations with the expectation that governmental and non-governmental organiza- 
tions will follow in due course. 

2 GRl uses the term “sustainability reporting” as synonymous with citizenship reporting, 
social reporting, triple-bottom-line reporting, and other terms that encompass the 
economic, environmental, and social aspects of an organization’s performance. 
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Trends 


Since publication of the first Guidelines in June 2000, the trends that catalyzed the 
formation of GRI have continued unabated and, in most cases, have intensified. 
The issues—globalization and corporate governance, accountability and citizen- 
ship—have now moved to the mainstream of policy and management debates in 
many organizations and the countries in which they operate. Support for creating 
anew, generally accepted disclosure framework for sustainability reporting contin- 
ues to grow among business, civil society, government, and labor stakeholders. 

If we observe the current landscape of business, economic, and social trends 
worldwide, it is possible to discern some of the forces, concurrent and inter- 
dependent, that have fueled GRI’s rapid progress; these are summarized in Box 11.1 
and discussed in more detail below. Each of these factors is important to under- 
stand the changing context. 


Worldwide, the landscape of business, economic, and social trends is characterized by: 


e An expanding globalization 
e Asearch for new forms of global governance 


The reform of corporate governance 

A global role for emerging economies 

The increasing visibility of and expectations for organizations 
The measurement of progress towards sustainable development 
Governmental interest in sustainability reporting 


Financial market interest in sustainability reporting 


The emergence of next-generation accounting 


Box 11.1 The current landscape of business, economic, and social trends worldwide 


An expanding globalization 


Expansion of global capital markets and information technology continue to bring 
unprecedented opportunities for the creation of new wealth. At the same time, 
there is deep skepticism among the thousands of activists who protested in Seattle, 
Quebec City, and Genoa against globalization that such wealth will do anything to 
decrease social inequities. The civil-society backlash against globalization and 
associated campaigns against particular companies have the potential to redefine 
the corporate “license to operate.” Although governmental and non-governmen- 
tal entities are players in trying to manage the globalization process, it is corporate 
activity that remains its driving force. The result: all parties, including corpora- 
tions, are seeking new forms of accountability that credibly describe the conse- 
quences of business activities wherever, whenever, and however they occur. 
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Far from being a reporting scheme that is imposed on companies by NGOs, the 
GRI has had extensive corporate involvement. More than 45 companies have 
participated in pilot tests of the Guidelines and, as of July 2003, more than 290 
companies? had released sustainability reports based on the Guidelines. 


A search for new forms of global governance 


Globalization challenges the capacity of existing international and national 
institutions to govern corporate activity. One dramatic indication of this concern 
has been the efforts of Friends of the Earth International to achieve a binding 
international convention on corporate accountability. The borderless global 
economy requires equally borderless governance structures to help direct private- 
sector activity towards outcomes that are socially and environmentally, as well as 
economically, beneficial. National governments cannot keep up with governing 
transnational issues and companies. 

Several models of international governance, such as those listed in Table 11.1, 
exemplify a new generation of initiatives that align governance with the chal- 
lenges of an increasingly complex and interconnected world. A key theme in all 
these emerging governance models is the demand for higher levels of trans- 


parency. 


Issue governed 


Montreal Protocol Ozone-depleting substances 
www.unep.org/ozone/montreal.shtml 

Kyoto Protocol Greenhouse gases 
http://unfccc.int 

Forest Stewardship Council Forestry practices 
www.fscoax.org 

Marine Stewardship Council Fishing practices 
www.msc.org 

International Labor Organization Labor practices 

www.ilo.org 


International Accounting Standards Board | Accounting standards 
www.iasc.org.uk/cmt/0001.asp 


Table 11.1 Models for international governance 


3 Fora list of reporters, see www.globalreporting.org/guidelines/reporters_all.asp. 
4 For more information on the binding international convention on corporate account- 
ability proposed by Friends of the Earth, see www.foei.org/corporates/towards.html. 
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The reform of corporate governance 


Pressures on corporations to establish and maintain high standards of internal 
governance are increasing. As society witnesses the growing influence of corpora- 
tions in driving economic, environmental, and social change, investors and other 
stakeholders expect high standards of ethics, transparency, sensitivity, and respon- 
sibility from corporate executives and managers. Governance systems are 
increasingly expected to extend beyond their traditional focus on investors to 
address diverse stakeholders. The independence of board members, executive 
participation in external partnerships, compensation and incentive schemes, and 
the integrity of auditors are under increasing scrutiny. 

Effective corporate governance depends on access to relevant, high-quality 
information that enables performance tracking and invites new forms of stake- 
holder engagement. The proliferation of corporate governance initiatives—the 
Cadbury Commission (Cadbury Commission 1992) and the Turnbull Report in the 
United Kingdom, the King Report in South Africa,° Brazil’s innovative New Stock 
Exchange,’ Guidelines for Multinational Enterprises® and Corporate Governance 
Principles’ of the Organization for Economic Cooperation and Development 
(OECD), and the World Bank’s Corporate Governance Forum!°—attest to rising 
expectations for high standards of corporate behavior. 


A global role for emerging economies 


The same globalization, accountability, and governance trends evident in indus- 
trial nations are taking root in emerging economies. Nations such as Brazil, India, 
and South Africa are full participants in the globalization process. The King 
Commission Report in South Africa includes one of the most comprehensive codes 
of corporate governance in the world."! 

The technology innovation and capital flows that powered globalization over 
the past decade now permeate these emerging nations, positioning them as 
regional and global players on the economic stage of the 21st century. At the same 
time, tightly linked global supply chains are spreading common management 
practices and increasing accountability pressures into all segments of the value 
chain. Similar to how Ford, IBM, and other multinationals request their suppliers 
to become ISO 14001-certified, '? reporting companies are asking their suppliers for 


5 www.icaew.co.uk/internalcontrol 

6 www.iodsa.co.za 

7 ~Wwww.novomercadobovespa.com.br/english/nm_novomercado.htm 
8 www.oecd.org/home/o,2605,en_2649_34889_1_1_1_1_1,00.html 

9 Ibid. 

10 www.gcgf.org/about.htm 


11 For more information on the King Commission Report, see www.iodsa.co.za. 

12 Ford at: www.ford.com.au/inside_ford/community/environment/View_Latest_News.asp? 
file=envoo4.htm; 
and IBM at: www-1.ibm.com/procurement/proweb.nsf/ContentDocsByTitle/United+ 
States~13+Apr+98:+ISO14001?OpenDocument&Parent=Supplier+letters. 


11. IMPROVING SUSTAINABILITY DISCLOSURE White 207 


indications of their sustainability performance.'? Corporate accountability has 
expanded from its early association with multinational corporations into a broad- 
based movement that is affecting private-sector entities of all sizes around the 
world. 


The rising visibility of and expectations for organizations 


The spread of the Internet and communications technologies is accelerating the 
global transfer of information and amplifying the speed and force of feedback 
mechanisms. Consumers, supported by growing media coverage of sustainability 
issues, have ready access to information about organizations at an unprecedented 
level of detail. Companies are facing more clearly articulated expectations from 
customers, consumers, and advocacy groups regarding their contributions to sus- 
tainable development. 

Several high-profile campaigns exemplify the risks to reputation associated with 
perceived unacceptable sustainability management (e.g. Nike labor practices in 
Asian sweatshops, '* Monsanto’s distribution of genetically modified seeds, '® Shell 
and the disposal of the Brent Spar offshore drilling platform'S). The ubiquity of 
global brands makes them easy targets for global campaigns. Proactive transpar- 
ency on sustainability issues is one means of engaging stakeholders constructively 
with less confrontation. 


The measurement of progress towards sustainable 
development 


As sustainable development has become widely adopted as a foundation of public 
policy and organizational strategy, many organizations have turned their atten- 
tion to the challenge of translating the concept into practice. The need to better 
assess an organization’s status and align future goals with a complex range of 
external factors and partners has increased the urgency of defining broadly 
accepted sustainability performance indicators. 

The International Institute for Sustainable Development documents no fewer 
than 500 initiatives aimed at identifying sustainable development indicators.'’ As 


13 Examples of companies that request sustainability performance information from their 
suppliers include: BT (www.btplc.com/Betterworld/Environment/ 
Procurementandtheenvironment/Procurementandtheenvironment.htm), Nike (www. 
nike.com/nikebiz/nikebiz.jhtml?page=25&cat=compliance&subcat=monitoring), and 
Novo Nordisk (www.novonordisk.com/sustainability/soc_responsibility/supply_chain. 
asp). 

14 E.g. Global Exchange (www.globalexchange.org/campaigns/sweatshops/nike/index. 
html). 

15 www.vshiva.net/aticles/monsanto_trials.htm [sic] 

16 http://archive.greenpeace.org/~odumping/oilinstall/monitorbs/index.html 

17 For a compendium of sustainable development indicator initiatives, see www.iisd.org/ 
measure/compindex.asp. 
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companies increasingly are measuring'® their sustainable development perfor- 
mance, a corresponding increase in external measurement activities has occurred. 
In addition to the specialty stock market indices developed to highlight best-in- 
industry sustainability performance, numerous benchmarking organizations, 
surveyors, and asset managers around the world measure and publicize company 
sustainability performance. '? 


Governmental interest in sustainability reporting 


When GRI was conceived in 1997, governmental interest in integrated economic, 
environmental, and social reporting was scant. Today, voluntary, statutory, and 
regulatory initiatives abound. In Australia, Denmark, Japan, the Netherlands, 
Norway, Taiwan, the United Kingdom, and USA, programs and requirements to 
enlarge the scope of conventional corporate financial reporting to include non- 
financial information are rapidly unfolding.”° The European Union has challenged 
all businesses with more than 500 staff to produce sustainability reports (see 
European Union 2001), and has strongly recommended triple-bottom-line report- 
ing in their corporate social responsibility (CSR) Strategy (see European Union 
2002). Large Canadian banks and insurance companies (those with more than 
CAD$z1 billion in equity) are now required to describe the social contributions they 
make.*! France’s Decree No. 2002-221 on new economic regulations mandates that 
Paris-listed companies include the social and environmental impacts of their 
activities in their annual reports.” 

Some of these governmental actions are motivated by national environmental 
and social policy goals, others by investor pressures to obtain a clearer picture of 
corporate performance via the securities regulatory process. All indications point 
to continuing expansion of governmental reporting initiatives to new countries 
and regions over the next few years. 


18 According to the KPMG International Survey of Corporate Sustainability Reporting 2002 
(KPMG 2002), 45% of the Global Fortune 250 now produce some type of social, 
environmental, corporate citizenship, or sustainability report. This figure is up from 
35% in 1999. 

19 Among the many organizations conducting corporate sustainability ratings are oekom 
research (www.oekom.de/index_english.html), Corporate Knights Inc. (www. 
corporateknights.ca/best50/index.asp), SustainAbility Ltd. (www.sustainability.com) 
and Sustainable Asset Management (www.sam-group.com/e/forum/forum.cfm). 

20 For a summary of voluntary and mandatory sustainability reporting programs in 
numerous countries, see www.uneptie.org/outreach/reporting/docs/GRI_govtmeeting. 
pdf. 

21 This requirement is described in the Canadian government Bill C-8 at www.parl.gc.ca/ 
common/Bills_ls.asp?lang=E&Parl=37&Ses=1&1s=C8&source=Bills_House_Government 
#3.Public%2o0Accountability%2o0Statements(txt). 

22 See translated text near bottom of page: www.eurosif.org/srilf.shtml. 
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Financial market interest in sustainability reporting 


The financial industry slowly but steadily is embracing sustainability reporting as 
part of its analytical toolkit. Spurred in part by growing demand for social and 
ethical funds among institutional and individual investors, new “socially respon- 
sible” indices are appearing each year. The Dow Jones Sustainability Index and 
FTSE4Good Index are only two recent high-profile examples.” 

At the same time, the exploration of the relationship between corporate 
sustainability activities and shareholder value is advancing. Linkages between 
sustainability performance and key value drivers such as brand image, reputation, 
and future asset valuation are awakening the mainstream financial markets to new 
tools for understanding and predicting value in capital markets. In April 2001, a 
leading British asset management firm (Morley Fund Management [MFM]) 
announced it would vote against the annual accounts of the nation’s largest firms 
unless they provided an environmental report (MFM 2001). 


The emergence of next-generation accounting 


The late 20th century saw worldwide progress in harmonizing financial reporting. 
Indeed, the rich tradition of financial reporting, continually evolving to capture 
and communicate the financial condition of the organization, has inspired GRI’s 
evolution. Yet, today, many observers—including accountants themselves—recog- 
nize that characterizing the “bricks and mortar” economy of the past will not 
suffice as a basis for characterizing today’s information economy. The valuation of 
intangible assets—human capital, environmental capital, alliances and partner- 
ships, brands and reputation—must complement the valuation of conventional 
tangible assets—factories, equipment, and inventory. Under the rubric of “busi- 
ness reporting,” “intangible assets analysis,” and “value reporting,” a number of 
accounting groups have launched programs to explore how accounting standards 
should be updated to embrace such value drivers.” 


The benefits of reporting 


All these trends are familiar to managers seeking to sharpen their competitiveness 
ina globalizing world. The business justification for reporting is appreciated by the 
hundreds of companies worldwide that have published some type of non-financial 
performance reports (e.g. environmental, social, corporate citizenship).” Obser- 
vers point to numerous benefits derived from serious sustainability reporting, 
including the following. 


23 More information on these indexes can be found at www.sustainability-index.com and 
www.ftse4good.com, respectively; see also Chapter 9 in this book. 

24 The International Accounting Standards Board (www.iasb.org.uk) has a project on 
intangible assets. PricewaterhouseCoopers recommends “value reporting” (http:// 
valuereporting2.pwcglobal.com/pwcvr/index.jsp). 

25 For statistics on non-financial reporting, see www.corporateregister.com. 
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® Effective management. In a global economy where information (reliable 
or unreliable) travels at Internet speed, successful managers must take a 
proactive approach. Measuring and reporting both past and anticipated 
performance is a critical management tool in today’s high-speed, inter- 
connected, “24 hour news” world. 


® Stakeholder engagement. Today’s strategic and operational complexities 
require a continual dialog with investors, customers, advocates, suppliers, 
and employees. Reports are a key ingredient in this dialog. They can help 
communicate an organization’s economic, environmental, and social 
opportunities and challenges in a way far superior to simply responding 
to stakeholder requests for information. 


@ External partnerships. Businesses need positive relationships with exter- 
nal parties, ranging from consumers to investors to community groups. 
Transparency and open dialog about performance, priorities, and future 
sustainability plans help to strengthen these partnerships and to build 
trust. 


® Internal integration. Sustainability reporting is a vehicle for linking typi- 
cally discrete and insular functions of the corporation—finance, market- 
ing, and research and development—in a more strategic manner. The 
reporting process opens internal conversations where they would not 
otherwise occur. 


® Problem identification. The process of developing a sustainability report 
provides a warning of trouble spots—and unanticipated opportunities— 
in supply chains, in communities, among regulators, and in reputation 
and brand management. These discoveries can help management evalu- 
ate potentially damaging developments before they develop into unwel- 
come surprises. 


® Broader visioning. Sustainability reporting helps sharpen management’s 
ability to assess the organization’s contribution to natural, human, and 
social capital. This assessment enlarges the perspective provided by con- 
ventional financial accounts to create a more complete picture of long- 
term prospects. Articulation of a company’s sustainability vision helps to 
highlight the societal and ecological contributions of the organization 
and the “sustainability value proposition” of its products and services. 
Such measurement is central to maintaining and strengthening the 
“license to operate.” 


@ Reduction in share price volatility. Fuller and more regular information 
disclosure, including much of what analysts seek from managers on an ad 
hoc basis, can add stability to a company’s financial condition by avoid- 
ing major swings in investor behavior caused by untimely or unexpected 
disclosures. 


During 2000-2002, these trends, separately and synergistically, have reinforced 
interest in GRI and its core mission. 
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Confluence of need and opportunity 


Yet much work remains. Inconsistent reporting approaches developed by business, 
government, and civil society continue to appear. At the same time, many other 
organizations wonder how best to engage in reporting. As diverse groups seek 
information, the multiplicity of information requests gives rise to redundancy, 
inefficiency, and frustration. 

As was the case in June 2000, GRI’s 2002 Guidelines (GRI 2002a) represent 
another step in addressing the challenge of responding to surging demands for 
information, emanating from competing reporting frameworks. By drawing thou- 
sands of partners and hundreds of organizations into a multi-stakeholder process, 
GRI continues to work toward harmonization of disclosure, thereby maximizing 
the value of reporting for the reporting organizations and the report users alike. 

Many challenges lie ahead. GRI recognizes that the goal of reporting on the 
economic, environmental, and social dimensions of organization-level activity— 
let alone a fully integrated sustainability assessment—is in the earliest stages of a 
journey that will continue over many years. 

Through ongoing dialog with various stakeholders, GRI realizes that it needs to 
continue learning and developing before it can fulfill its mission of making 
sustainability reporting as routine as financial reporting. Hundreds of individuals 
and organizations have provided input on where the Guidelines need improve- 
ment.?° Although GRI has made significant strides in its formative years, it should 
be seen as in year 5 of a 30-year development. 

Dissemination of the Guidelines to new audiences is critical to gaining a broader 
consensus. Expanded outreach in developing areas of the world is a prime objec- 
tive for GRI.2” Outreach to corporate audiences is fundamental to ensuring that the 
quality and quantity of sustainability reporting improve. To date, corporate input 
through pilot tests and feedback sessions has been instrumental in the design of 
the Guidelines.”° Reporting should be beneficial to reporters themselves, not just 
to the stakeholders reading the reports. Perhaps this is why companies have 
engaged with GRI to help define the reporting landscape. 

Although GRI continues to focus on updating and refining the core Guidelines, 
production of a range of sector supplements to the Guidelines is high on GRI’s 
agenda.”’ Early work has included supplements for tour operators, financial 
services, the automobile industry, and the mining sector. In collaboration with 
multi-stakeholder working groups, the range of sectors in the product portfolio 
will be expanded over the coming years. Depth to the Guidelines will also be added 
with further work on indicator definitions and measurement protocols. 


26 See www.globalreporting.org/feedback/pubcomments.asp and www.globalreporting. 
org/feedback/archives.asp for feedback on versions of the Guidelines. 

27 See www.globalreporting.org/workgroup/regional.asp and text near bottom of 
www.globalreporting.org/about/myths.asp for information on GRI regional outreach. 

28 See www.globalreporting.org/feedback/archives.asp and www.globalreporting.org/ 
guidelines/archives/Marchg9/TestCompanies/pilottestcompanies.asp for corporate 
input on the Guidelines. 

29 For more information on GRI sector supplements, see www.globalreporting.org/ 
guidelines/sectors.asp. 
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In the borderless world of corporate activity a further challenge for GRI lies in 
clarifying the boundaries of enterprises for reporting purposes. Significant 
questions remain as to how much of the chain (i.e. how far up the supply chain 
and down the product chain) should be included within the purview of the 
reporting entity. There appears to be general agreement that impacts over which 
the reporting entity has direct control should be measured and reported, while 
impacts over which the reporting entity has only indirect control may not always 
be appropriate for measurement and reporting. (An exploratory paper on 
boundary issues is available on the GRI website.°°) 

The reliability of sustainability reports is critical to the degree of public trust and 
confidence placed in them. GRI has recognized from the beginning that a process 
of compliance monitoring, of independent verification or assurance, is essential 
for the credibility of the reporting process. In parallel to work on the Guidelines, 
the Verification Working Group has produced guidance for the assurance of 
reports.°! This guidance will continue to be refined as experience is gained through 
application. 


A continual learning process 


Relative to financial reporting, which has been in practice for 75 years, 
sustainability reporting is in its infancy. The long-term objective of developing 
“generally accepted sustainability accounting principles” requires both a concrete 
product incorporating the best thinking and a stable process through which 
continuous learning can occur. GRI will provide both the product and process by 
developing a steady flow of stronger guidelines, technical protocols, and industry 
sector supplements. All these products, and GRI’s underlying process, are built on 
a commitment to technical excellence, a multi-stakeholder process and transpar- 
ency embodied in GRI’s mission as a new global institution. 

GRI is poised to play a pivotal role in advancing comprehensive organizational 
disclosure, but this will happen only if it continues to effectively engage business, 
civil society, governments, and labor in an inclusive, consensus-based learning 
process. These values permeate GRI’s governance and operations, and form the 
basis for its legitimacy as the world’s leading sustainability reporting initiative. 


30 See www.globalreporting.org/workgroup/Boundary.pdf. 
31 See www.globalreporting.org/guidelines/2002/dannex4.asp for guidance on report 
assurance. 


